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Abstract:  
 
Purpose: The purpose of this study is to determine the management and environmentally- 
friendly behavior of small-scale aquaculture businesses with emphasis on the institutional 
environment, entrepreneurial orientation, and green technology. 
Design/methodology/approach: The sample consists of 198 respondents in the aquaculture-
based SMEs, analyzed with structural equation model (SEM) by using AMOS software. 
Findings: The findings show the role of management and business behavior in green 
business of aquaculture SMEs. This behavior affects the cost and resource efficiency. 
Practical implications: The results contribute for SMEs how to manage environmentally 
friendly businesses through process that encourages environmental governance. 
Originality/value: This finding is based on resource based view theory, by identifying and 
managing the potential resources through green business initiative in SMEs. 
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1. Introduction 
 
The adoption of environmentally friendly businesses is the answer to the emergence 
of various environmental factors institutions, such as government policies, 
regulations and practices in industry, towards businesses that tend to implement 
environmental sustainability measures (Hoopes et al., 2003). Jackson and 
Apostolakou (2010) stated that the institutional environment and managerial 
characteristics have a significant influence on the behavior of their business 
environment. It is based on the Resource-Based View (RBV) which is the ability life 
cycle that comprehensively explains the general pattern of development of 
organizational capabilities based on dynamic resource. 
 
The results of previous studies also highlight the role of institutional environment in 
implementing environmentally friendly business (Belal and Cooper, 2011; Pudjiarti 
and Suharnomo, 2018) to obtain legitimacy that allows organizations to carry out 
activities in certain ways (Bruton et al., 2010). Jackson and Apostolakou (2010) also 
show that institutional environmental factors have an influence on efforts to have 
more environmentally friendly behavior. Moreover, utilizing new technology have a 
relationship with higher levels of business behavior, and survival rate. 
Entrepreneurial orientation and business continuity are important to have a 
significant effect on the innovativevness and resource utilization (Bagheri and 
Yazdanpanah, 2017; Pudjiarti et al., 2017). This research was conducted on 
aquaculture-based SMEs in Central Java, having used biofloc technology to 
maximize productivity in limited land and to utilize organic materials as a means of 
green business behavior. The research aims to find an aggregative and informative 
model to examine the improvement of environmentally friendly business of 
aquaculture-based SMEs. The research is to analyse the influence of the institutional 
environment on environmentally friendly business behavior through mediating the 
variables of entrepreneurial orientation and green technologies. 
 
2. Literature Review 
 
2.1 Institution Environment and Green Business Management 
 
The principle of the institution lays down on the regulatory basis whereby business 
people try to adjust to existing legality and the aim to increase business opportunities 
and superior performance (Scott, 2005). Legitimacy allows companies to obtain the 
right to exist and carry out activities in certain ways (Bruton et al., 2010). One 
important indicator of the normative view of doing business is the extent to which 
people value business as a means of creating wealth and providing benefits to 
society (Le and Nguyen, 2009). Moreover, companies with high entrepreneurial 
orientation can effectively develop or improve company performance and 
competitiveness to create opportunities through their actions (Jantunen et al., 2005). 
Environmentally friendly behavior is very important for business development and 
continuity to control and allocate resources into environmentally friendly activities 
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(Leon and Calvo-Amodio, 2017). Ma and Tan (2006) stated the significant influence 
of friendly institutional environment on entrepreneurial orientation. Hence, existing 
technology can be adapted by organizations by implementing business operations 
processes that are more environmentally friendly, by adapting new technologies to 
encourage changes in business behavior (Cavalcante, 2014; Thalassinos and 
Pociovalisteanou, 2009). Leon and Calvo-Amodio (2017) reveal that company 
technology is a driver of environmentally friendly innovation. Thus, we conclude as: 
 
H1: Institutional environment influences the green business behavior. 
H2: Institutional environment influences the entrepreneurial orientation. 
H3: Institutional environment influences the green technologies. 
 
2.2 Entrepreneurial Orientation and Environmentally Friendly Business 
 
Green behavior refers to the beliefs and intentions associated with green business 
(Schultz et al., 2004). Stern (2000) stated that business people who tend to have a 
positive attitude towards the environment will have the desire to adopt and 
implement environmentally friendly management. The domain of behavior is the 
environment-friendly behavior of individuals that is determined by beliefs, norms, 
and personal attitudes towards environmental preservation (Stern et al., 1999).  
 
Companies that develop and integrate environmental problems into the culture of the 
organization in making decisions, formulating business operations strategies and 
interacting with stakeholders are deemed to have environmentally friendly business 
(Linnenluecke and Griffiths, 2010). Implementation of environmentally friendly is 
to have financial returns (Zwetsloot and Van Marrewijk, 2004). Jantunen et al. 
(2005) stated that entrepreneurial orientation can create opportunities through action, 
by reconfiguring dynamic capabilities to improve sustainable business management. 
Therefore, the next research hypotheses are: 
 
H4: Entrepreneurial orientation influences the green business behavior  
H5: Entrepreneurial orientation influences the sustainability focus  
 
2.3 Environmental Friendly Business and Sustainability Focus 
 
Ferenhof et al. (2014) stated that technology strategies influence organizational 
behavior competitively to adopt the right technology. Technology strategies are 
required to establish policies, plans and procedures that help acquire, manage and 
utilize technology and knowledge to achieve competitiveness. The effect of 
environmental policy on technology can have substantial implications on policy 
normative analysis. A flexible and incentive-oriented policy approach is more likely 
to encourage compliance to change environmentally friendly business behavior 
(Jaffe et al., 2005). Bagheri and Yazdanpanah (2017) show that there is a significant 
impact of entrepreneurial orientation on business behavior innovation to adopt 
environmentally friendly technology in SMEs. Thus, we conclude as: 
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H6: Green technologies influence the green business behavior. 
H7: Green technologies influence the sustainability focus. 
 
The application of an environmentally friendly technology strategy will encourage 
organizations to behave and manage businesses competitiveness (Ferenhof et al., 
2014) subsequently adopting a proactive environmental strategy reflecting 
management's commitment to behave in an environmentally friendly business to 
implement environmentally friendly business management initiatives (Menguc et 
al., 2010). Therefore, the related hypothesis is as follows: 
 
H8: Green business behavior influences the sustainability focus. 
 
3. Methodology 
 
The target population of this study are the owners and entrepreneurs of the 
aquaculture-based SMEs with an environmentally friendly concept in the catfish 
cultivation center in Boyolali, Central Java. A total sample of 198 respondents has 
been used in the empirical part of this study. The method of collecting data was by 
distributing questionnaires to 270 owners and managers. The sampling technique 
was by purposive sampling method with judgment sampling. The questionnaire was 
analysed by using a 9-point Likert scale from 1 (strongly disagree) to 9 (strongly 
agree). Hypothesis testing uses structural equation modelling (SEM) with AMOS 
software. 
 
4. Result 
 
The results of the goodness of fit index for all the model eligibility criteria showed a 
chi square value of 207.394 < of the cut value of 213.39, the probability level is 
0.087 < 0.05, TLI, CFI, GFI, AGFI all are above 0.9, with CMIN/DF being 1.146 < 
2, and RMSEA being 0.027 < 0.08. These values are declared feasible in 
determining the goodness of fit (Table 1, Figure 1). 
 
Table 1. Structural model path coefficients 
Path 
 
Standardized 
Estimate 
S.E C.R. P 
Institution environment → Green technology .213 .092 2.318 .020 
Institution environment → Entrepreneurship 
orientation 
.206 .082 2.515 .012 
Entrepreneurship orientation → 
Environment business behaviour 
.394 .089 4.418 *** 
Green tecnology → Environment business 
behaviour 
.233 .072 3.242 .001 
Institution environment → Environment 
business behaviour 
.248 .078 3.183 .001 
Environment business behaviour → .331 .093 3.560 *** 
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sustainability organization 
Entrepreneurship orientation → 
Sustainability organization 
.337 .092 3.669 *** 
Green tecnology → Sustainability 
organization 
.267 .073 3.668 *** 
 
Figure 1. Full SEM Model 
 
 
The testing results reveal the influence of the institutional environment on 
environmentally friendly technologies is proven to be significant with CR of 2.318 
(p-value = .02 < .05). This study confirms that the higher the institutional 
environment, the higher the environmentally friendly technology. This study 
supports Porter and Van der Linde (1995), Hutomo and Pudjiarti (2018) who found 
that environmental regulations as a form of the institutional environment encourage 
the application of environmentally friendly technologies.  
 
The statistical analysis of the second hypothesis showed that the institutional 
environment has significant effect on entrepreneurial orientation with C.R of 2.515 
(p-value = .12 < .05). Thus, the higher the institutional environment, the higher the 
entrepreneurial orientation. The finding is in line with Stenholm et al. (2013) who 
found that regulations in the institutional environment to promote environmentally 
friendly activities encourage entrepreneurial orientation. Analysis of third hypothesis 
found that institutional environment has a significant effect on environmentally 
friendly business behavior with C.R of 3.183 (p-value = .001 < .05). This means that 
the higher the level of compliance in the institutional environment the more likely 
the increase of the environmentally friendly business behavior.  
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This is in line with Scott (2005) revealed that the efforts of small businesses to 
comply with government regulations reinforced by green technology innovations 
will encourage environmentally friendly business behavior to integrate the reduction 
of environmental impacts and business quality. 
 
The statistical analysis also show that entrepreneurial orientation has a significant 
effect on green business behavior with CR 4.418 (p-value = .000 < .05), meaning 
that the higher the entrepreneurial orientation, the higher the environmentally 
friendly business behavior. This is in line with Kuckertz and Wagner (2010) who 
stated that entrepreneurial orientation owned by organizations will shape 
environmentally friendly business behavior. Moreover, the statistical results show 
the significant influence of environmentally friendly technology on green business 
with CR 3.242 (p-value = .001 <.05), meaning that the more environmentally 
friendly technology the more likely to improve the environmentally friendly 
business behavior. This is supported by Cereola et al. (2012) that existing 
technology can be adapted to organizations in the environmentally friendly business 
operation. 
 
The results also showed the significant effect of entrepreneurial orientation on green 
business with C.R of 3.560 (p-value = .000 <.05), emaing that the higher the level of 
entrepreneurial orientation, the higher the environmentally friendly businesses. This 
is in line with Schick et al. (2002) that high entrepreneurial orientation encourages 
sustainable business management. The testing also show that the significant effect of 
environmentally friendly technology on green business with CR of 3.560 (p-value = 
.000 <.05), meaning that the higher the level of environmentally friendly technology 
is likely to improve the environmentally friendly businesses. This finding was 
supported by Mason and Spring (2011) that environment-oriented technology can 
encourage organizations to seek new business opportunities and create customer 
value.  
 
Lastly, the hypothesis testing also shows the influence of environmentally friendly 
business behavior on the green business with of CR 3.669 (p-value =.000 <.05), 
meaning that the higher the application of environmentally friendly business 
behavior, the higher the environmentally friendly businesses. This finding is 
consistent with Biryukov and Romanenko (2017) regarding the dynamic relationship 
between business and institutional behavior to improve the efficiency of business 
management. 
 
5. Conclusions 
 
The findings conclude that the institutional environment significantly influences 
green business behavior, entrepreneurial orientation and green technologies of 
aquaculture-based SMEs. Furthermore, the findings also show that entrepreneurial 
orientation significantly influences green business behavior and sustainability focus. 
In the context of the influence of technology adoption on green business, the 
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findings reveal that green technologies significantly influence green business 
behavior and sustainability focus. Finally, green business behavior influences 
significantly on the sustainability focus of aquaculture-based SMEs. 
 
Based on Resource Based View theory, the SMEs’ management to maintain 
competitive advantage in a sustainable manner is more likely to improve the 
capability in identifying and managing the potential resources through initiative in 
green business and green technologies and compliant with environment policies. 
This practically encourage SMEs to manage environmentally friendly businesses 
through a planning process that encourages the regulation compliance, 
environmental governance and green technology adoption. The limitations of this 
study, among others, are that the research model still need to be modified with more 
specific variables. Future research should explored the alternative constructs such as 
knowledge, social relations, business collaboration and the role of family business. 
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